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ELIGIBLE  SECURITIES 
Dissemination  of  Quotations 

The  Securities  and  Exchange  Commis¬ 
sion  announced  today  that  it  has  pro¬ 
posed  for  comment  Rule  HAcl-1  [17 
CFR  §  240.1  lAcl-1]  under  the  Securities 
Exchange  Act  of  1934  (the  “Act”)  f  15 
U.S.C.  78a  et  seq.,  as  amended  by  Pub.  L. 
No.  94-29  (June  4, 1975)  ].  governing  dis¬ 
semination  of  quotation  information 
with  respect  to  securities  as  to  which  last 
sale  information  is  reported  in  the  con¬ 
solidated  transaction  reporting  system 
(the  “consolidated  system”)  contem¬ 
plated  by  Rule  17a-15  under  the  Act  [17 
CFR  5  240.17a-15]  (“eligible  securities”) . 

Rule  11  Ac  1-1  would  require  national 
securities  exchanges  to  collect  from  their 
specialists,  and  national  securities  asso¬ 
ciations  to  collect  from  third  market 
makers,  quotations  in  eligible  securities 
for  disemination  by  those  self-regulatory 
organizations  to  quotation  vendors.  In 
addition  to  requiring  exchanges  and  as¬ 
sociations  to  make  quotations  available 
to  quotation  vendors,  those  organizations 
also  would  be  obligated  to  provide  such 
vendors  with  their  specialists’  and 
market  makers’  quotation  sizes  if  those 
specialists  and  market  makers  elect  to 
make  such  sizes  available  for  dissemina¬ 
tion. 

I.  Background 

In  February,  1972,  in  its  Statement  on 
the  Future  Structure  of  the  Securities 
Markets,  the  Commission  called  for  the 
establishment  of  a  central  market  system 
for  listed  securities  and,  as  an  integral 
part  thereof,  “a  nationwide  disclosure  or 
market  information  system  to  make  uni¬ 
versally  available  price  and  volume  in¬ 
formation  from  all  markets  and  quota¬ 
tions  from  all  market  makers.”1  This 
nationwide  disclosure  system  contem¬ 
plated  the  development  and  implementa¬ 
tion  of  both  a  consolidated  transaction 
reporting  system — a  system  which  is  now 
in  place — and  a  composite  quotation 
system  so  that  “buyers  and  sellers  of  se¬ 
curities,  wherever  located,  can  make  in¬ 
formed  investment  decisions  and  not  pay 
more  than  the  lowest  price  at  which 
someone  is  willing  to  sell  nor  sell  for  less 
than  the  highest  price  a  buyer  is  pre¬ 
pared  to  offer.”  *  In  discussing  the  pro¬ 
posed  composite  quotation  system,  the 
Commission  noted  that: 

[t]he  technology  and  hardware  for  such  a 
system  are  said  to  be  available,  and  any  re¬ 
maining  regulatory  problems  should  be 
promptly  worked  out  so  that  the  system 
can  attain  its  objective  of  providing  quota¬ 
tions  which  are  truly  comparable,  notwith¬ 
standing  the  different  assumptions  on  which 
they  may  be  based.* 


1  Securities  and  Exchange  Commission, 
Statement  on  the  Future  Structure  of  the 
Securities  Markets  8  (1972),  37  FR  6286 
(1972). 

*  Id.  at  9. 

*  Id.  at  10. 


The  Commission’s  commitment  to  the 
establishment  of  a  composite  quotation 
system  was  further  demonstrated  in  its 
March,  1973,  Policy  Statement  on  the 
Structure  of  a  Central  Market  System, 
in  which  the  Commission  stated: 

At  the  very  heart  of  the  central  market 
system  *  *  *  will  be  an  efficient  and  com¬ 
prehensive  communications  linkage  between 
market  centers  consisting  of  a  real-time  com¬ 
posite  transaction  reporting  system  and  a 
composite  quotation  system  displaying  the 
bids  and  offers  of  all  qualified  market  mak¬ 
ers  in  listed  securities.  The  necessary  steps 
which  have  to  be  taken  to  achieve  the  com¬ 
posite  reporting  system  already  are  well  under 
way.  The  next  step  will  be  to  demonstrate  a 
similar  commitment  to  making  the  much- 
discussed  composite  quotation  system  a  real¬ 
ity* 

Establishment  of  a  composite  quota¬ 
tion  system  has  also  found  support  in  the 
Congress.  Securities  industry  studies  by 
both  the  Senate  and  the  House  of  Repre¬ 
sentatives  regarded  the  development  of  a 
composite  quotation  system  as  an  essen¬ 
tial  element  in  the  creation  of  a  national 
market  system  and  regarded  Commission 
action  as  an  integral  part  of  the  develop¬ 
ment  of  such  a  system.6  Moreover,  al¬ 
though  the  Congress,  in  enacting  the 
Securities  Acts  Amendments  of  1975  (the 
“1975  Amendments”),'  did  not  mandate 
minimum  elements  of  a  national  mar¬ 
ket  system,’  Section  11A  of  the  Act  [15 
U.S.C.  78k-ll,  added  by  the  1975  Amend¬ 
ments.  contains  a  Congressional  finding 
that  “[ilt  is  in  the  public  interest  and 
appropriate  for  the  protection  of  inves¬ 
tors  and  the  maintenance  of  fair  and 
orderly  markets  to  assure  *  *  •  the  avail¬ 
ability  to  brokers,  dealers  and  investors 
of  information  with  respect  to  quotations 
for  and  transactions  in  securities,”  *  and 
that  “the  linking  of  all  markets  *  •  * 
through  communication  and  data  proc¬ 
essing  facilities  will  foster  efficiency,  en¬ 
hance  competition,  increase  the  infor- 


*  Securities  and  Exchange  Commission,  Pol¬ 
icy  Statement  on  the  Structure  of  a  Central 
Market  System  64  (1973)  (emphasis  added). 

*  See  Subcomm.  on  Commerce  and  Finance 
of  the  House  Comm,  on  Interstate  and  For¬ 
eign  Commerce,  Securities  Industry  Study, 
H  R.  Rep.  No.  92-1619,  92d  Cong.,  2d  Sess.  123- 
26  (1972),  Subcomm.  on  Securities  of  the 
Senate  Comm,  on  Banking,  Housing  and  Ur¬ 
ban  Affairs,  Securities  Industry  Study,  S.  Doc. 
No.  93-13,  93d  Cong.,  1st  Sess.  101-104  (1973) . 

*  Pub.  L.  No.  94-29  (June  4, 1975) . 

7  In  its  report  accompanying  S.  249,  the  bill 
which  became  the  1975  Amendments,  the 
Senate  Committee  on  Banking,  Housing  and 
Urban  Affairs  noted  In  this  regard  that 
[t]he  nation's  securities  markets  are  in 
dynamic  change  and  In  some  respects  are 
delicate  mechanisms;  the  sounder  approach 
[to  the  question  of  whether  to  mandate  cer¬ 
tain  minimum  components  of  the  national 
market  system]  appeared  to  the  Committee, 
therefore,  to  be  to  establish  a  statutory 
scheme  clearly  granting  the  Commission 
broad  authority  to  oversee  the  implementa¬ 
tion,  operation,  and  regulation  of  the  na¬ 
tional  market  system  and  at  the  same  time 
to  charging  it  with  the  clear  responsibility 
to  assure  that  the  system  develops  and  op¬ 
erates  in  accordance  with  Congressionally 
determined  goal9  and  objectives. 

S.  Rep.  No.  94-75,  94th  Cong.,  1st  Sess.  8-9 
(1975} .  , 

•Section  HA(a)  (1)  (C)  (ill)  of  the  Act  [15 
U.S.C.  78k-l(a)  (1)  (C)  (111)  J. 


mation  available  to  brokers,  dealers  and 
investors,  facilitate  the  offsetting  of  in¬ 
vestors’  orders,  and  contribute  to  best 
execution  of  such  orders.”  *  That  Section 
directs  the  Commission  “to  use  its  au¬ 
thority  under  [the  Act]  to  facilitate  the 
establishment  of  a  national  market  sys¬ 
tem  *  *  *  in  accordance  with  the  findings 
and  to  carry  out  the  objectives  set  forth 
[in  Section  11A  of  the  Act].”1' 

To  date,  Commission  actions  designed 
to  facilitate  the  development  of  a  com¬ 
posite  quotation  system  have  been 
limited  to  the  proposal  and  reproposal  of 
Rule  17a-14  under  the  Act  [17  CFR 
§  240.17a-14],u  and  a  formal  request  to 
national  securities  exchanges  that  such 
exchanges  effect  changes  in  their  rules 
and  practices  to  eliminate  those  which 
restrict  access  to  or  use  of  quotation  in¬ 
formation.13 

II.  Proposed  Rule  11  Acl-1 

A  composite  quotation  system  con¬ 
tinues  to  be  viewed  by  the  Commission 
as  a  basic  element  of  a  national  market 
system.  As  the  Commission  has  stated 
before, 

quotation  information  •  *  •  is  essential  to 
broker-dealers,  whether  members  [of  ex¬ 
changes]  or  not,  in  discharging  their  duty  of 
reasonable  diligence  In  the  execution  of  cus¬ 
tomers'  orders.  •  •  •  In  addition,  quotation 
information  Is  of  significant  value  to  the 
market  place  as  a  whole  insofar  as  a  quota¬ 
tion  reflects  the  considered  Judgment  of  a 
market  professional  as  to  various  factors  af¬ 
fecting  the  market.  Including  the  current 
price  levels  and  size  of  buying  and  selling  In¬ 
terest  •  •  •  Finally,  quotation  information 
is  of  considerable  value  to  Investors,  both 
individual  and  Institutional,  In  determining 
the  best  market  for  execution  and  In  the 
understanding  the  market  forces  at  work  at 
any  given  time.1* 

Since  mid-1975,  several  major  efforts 
have  been  made  to  develop  and  market 
a  composite  quotation  service.  GTE  In¬ 
formation  Systems,  Inc.,  has  been  pro¬ 
viding  a  “dynamic”  best  bid  and  offer 
service1*  to  subscribers  since  September, 


•Section  llA(a)  (1)  (D)  of  the  Act  [15 
U.S.C.  78k-l(a)  (1)(D)]. 

10  Section  llA(a)  (2)  of  the  Act  [15  U.S.C. 
78k-l(a)  (2)  ]. 

11  See  Securities  Exchange  Act  Release  Nos. 
9529  (March  8,  1972),  37  FR  5760  (1972),  and 
10969  (August  14,  1974),  39  FR  31920  (1974). 
Action  on  proposed  Rule  17a-14  was  defer¬ 
red  concurrent  with  the  Commission’s  re¬ 
quest  that  exchanges  eliminate  restrictions 
on  dissemination  and  use  of  quotation  In¬ 
formation.  See  Securities  Exchange  Act  Re¬ 
lease  No.  11288  (March  11,  1975)  at  2,  40  FR 
15015  (1975). 

“  Securities  Exchange  Act  Release  No.  11288 
(March  11.  1976),  40  FR  15015  (1975).  On 
May  7,  1975,  the  Commission  announced  that 
It  had  received  responses  (to  Its  March  11, 
1975  request)  from  all  national  securities  ex¬ 
changes  and  that  all  exchanges  either  had 
taken  the  action  requested  by  the  Commis¬ 
sion  or  had  informed  the  Commission  that 
they  had  no  rules  or  practices  which  re¬ 
strict  access  to  or  use  of  such  Information. 
Securities  Exchange  Act  Release  No.  11406 
(May  7,  1975). 

**  Securities  Exchange  Act  Release  No.  11288 
(March  11.  1976)  at  2,  40  FR  16015  (1976). 

“This  service  displays  the  best  bid  and 
offer  from  reoprting  market  centers,  updated 
automatically,  but  does  not  Include  complete 
quotations  from  all  market  centers. 
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1975,  and  the  Institutional  Networks  Cor¬ 
poration  (“Instinet”)  has  recently  begun 
providing  a  composite  quotation  montage 
to  its  subscribers  which  displays  quota¬ 
tions  from  various  exchange  market  cen¬ 
ters  accompanied  by  an  indication  of  the 
time  which  has  elapsed  since  each  quota¬ 
tion  was  last  updated.  In  addition,  the 
-  National  Association  of  Securities  Deal¬ 
ers,  Inc.  (“NASD”)  has  announced  that 
it  intends  to  initiate  a  composite  quota¬ 
tion  service  early  in  1977  similar  to  the 
NASDAQ  service  currently  available  for 
over-the-counter  stocks. 

The  Commission  believes,  however, 
that  despite  the  efforts  made  to  develop 
a  composite  quotation  service,- the  quality 
of  quotation  information  disseminated  to 
brokers,  dealers  and  investors  can  be  im¬ 
proved  substantially,  and  that  numerous 
problems  relating  to  the  dissemination  of 
useful  and  reliable  quotation  information 
have  yet  to  be  resolved.  Exchange  mar¬ 
kets  still  do  not  report  “firm”  quotations, 
and  no  market  disseminates  Information 
as  to  quotation  sizes.  In  many  cases,  quo¬ 
tation  information  supplied  to  vendors  is 
not  updated  promptly  to  reflect  changes 
in  actual  quotations  in  the  various  mar¬ 
kets.  Moreover,  certain  "regional”  ex¬ 
changes  either  supply  no  quotation  in¬ 
formation  at  all  or  supply  such  informa¬ 
tion  only  after  the  close  of  trading  on 
the  ‘.‘primary”  exchanges. 

The  Commission  believes  that  the  lack 
of  reliable  quotation  Information  from 
the  various  markets  is  hampering  pri¬ 
vate  and  self -regulatory  efforts  to  estab¬ 
lish  a  viable  composite  quotation  system. 
In  turn,  the  absence  of  such  a  system  is 
impeding  development  of  a  national  mar¬ 
ket  system.  As  a  result,  it  appears  neces¬ 
sary  in  the  public  interest,  for  the  pro¬ 
tection  of  investors  and  to  facilitate  the 
establishment  of  a  national  market  sys¬ 
tem,  for  the  Commission  to  take  addi¬ 
tional  regulatory  steps  to  improve  the 
quality  of  quotation  information  dissemi¬ 
nated  by  the  various  markets. 

The  Commission,  therefore,  is  propos¬ 
ing  for  public  comment  Rule  HAcl-1 
under  the  Act  [17  CFR  §  240.1  lAcl-11. 
Proposed  Rule  HAcl-1  would  require,  on 
and  after  November  1,  1976,  every  ex¬ 
change  and  association  have  established 
and  to  maintain  procedures  and  mecha¬ 
nisms  for  collecting  quotations  in  eligible 
securities  (and,  if  provided,  quotation 
sizes)  from  its  specialists  and  third  mar¬ 
ket  makers.  Such  quotations  and  quota¬ 
tion  sizes  would  be  required  to  be  made 
available  to  quotation  vendors  in  accord¬ 
ance  with  the  requirements  of  the  pro¬ 
posed  rule.15 

The  proposed  rule  does  not  specify  the 
manner  in  which,  or  the  frequency  with 
which,  quotations  are  to  be  collected, 


,BIt  Is  anticipated  that  each  exchange’s 
and  association’s  procedures  and  mechanisms 
would  Include  details  as  to  the  form  in  which 
quotations  and  quotations  sizes  would  be 
made  available  to  quotation  vendors  (in¬ 
cluding  precise  specifications  and  formats) 
so  that  quotation  vendors  will  be  able  to  use 
effectively  the  quotations  and  sizes  required 
to  be  made  available  to  them. 


processed  and  made  available  by  ex¬ 
changes  and  associations,  or  require  that 
quotations  be  made  available  within  any 
specified  time  limits.  Proposed  Rule  11  Ac 
1-1,  however,  would  require  specialists 
and  third  market  makers  to  communicate 
their  quotations  promptly  to  the  relevant 
exchange  or  association  in  accordance 
with  such  exchange’s  or  association’s 
procedures  to  permit  timely  dissemina¬ 
tion  of  that  data  to  quotation  vendors.  - 

Proposed  Rule  HAcl-1  would  require 
quotations  covered  by  the  rule  to  be 
“firm,”  subject  to  certain  exceptions.  In 
particular,  the  rule  would  provide  that 
any  specialist  or  third  market  maker  who 
is  presented  with  an  order  for  the  pur¬ 
chase  or  sale  of  any  eligible  security 
(other  than  an  order  for  the  purchase 
or  sale  of  an  odd  lot)  must  stand  ready 
to  execute  a  transaction  in  that  security 
in  any  amount  up  to  such  specialist’s  or 
third  market  maker’s  published  quota¬ 
tion  size  (or,  in  the  event  no  quotation 
size  is  disseminated,  a  normal  unit  of 
trading)  at  a  price  at  least  as  favorable 
to  the  buyer  or  seller  as  the  bid  or  asked 
price  comprising  part  of  that  specialist’s 
or  third  market  maker’s  published  quota¬ 
tion  (i.e.,  the  most  recent  quotation  of 
such  specialist  or  third  market  maker 
made  available  to  quotation  vendors  pur¬ 
suant  to  the  rule  which  is  displayed  by 
quotation  vendors  on  a  terminal  or  other 
display  device  at  the  time  the  order  is 
presented).  The  foregoing  requirement 
would  not  apply  if,  after  the  dissemina¬ 
tion  of  a  published  quotation  and  before 
an  order  is  presented  to  the  specialist  or 
third  market  maker:  (i)  a  transaction  in 
that  security  is  effected  on  the  floor  of  the 
particular  exchange  involved,  or  by  the 
third  market  maker,  as  the  case  may  be, 
or  a  transaction  in  that  security  is  re¬ 
ported  in  the  consolidated  system;  or 
(ii)  the  specialist  or  third  market  maker 
has  communicated  a  quotation  to  the 
relevant  exchange  or  association  super¬ 
seding  his  published  quotation.  In  addi¬ 
tion,  in  no  event  would  a  specialist  or 
third  market  maker  be  bound  to  execute 
an  order  in  a  size  greater  than  the  most 
recent  quotation  size  communicated  by 
him  to  the  relevant  exchange  or  asso¬ 
ciation  for  dissemination  to  quotation 
vendors. 

In  the  event  a  specialist  or  third  market 
maker  is  relieved  of  his  obligation  to  ef¬ 
fect  transactions  in  a  particular  eligible 
security  at  the  price  of  the  bid  or  offer 
comprising  his  published  quotation  for 
one  of  the  foregoing  reasons,  if  such  spe¬ 
cialist  does  not  communicate  a  quotation 
superseding  his  published  quotation  for 
that  security  within  three  minutes  after 
the  occurrence  of  a  transaction  or  a  re¬ 
port  of  a  transaction,  such  specialist  or 
market  maker  nevertheless  would  be  ob¬ 
ligated  to  effect  a  transaction  in  that  se¬ 
curity  in  accordance  with  the  general 
rule  as  to  firmness. 

III.  Request  for  Public  Comment 

The  Securities  and  Exchange  Commis¬ 
sion  hereby  proposes  Rule  llAcl-1  [17 
CFR  §  240.1  lAcl-11  pursuant  to  its  au¬ 
thority  under  the  Securities  Exchange 
Act  of  1934  [15  U.S.C.  78a  et  seq.,  as 


amended  by  Pub.  L.  No.  94-29  (June  4, 
1975)  1,  and  particularly  Sections  2,  3,  6, 
11  A,  15, 15 A,  17  and  23  thereof  [15  U.S.C. 
78b,  77c,  78f,  78k-l,  78o,  78o-3,  78q  and 
78wl.  The  text  of  the  proposed  rule  is  as 
follows: 

§  240.  II Ac  1—1  initiation  of  quota¬ 

tions  for  eligible  securities. 

(а)  For  purposes  of  this  section: 

(1)  The  term  “third  market  maker” 
shall  mean  a  "market  maker”  as  defined 
in  §  240.15c3-l(c)  (8)  (Rule  15c3-l(c)  (8) 
under  the  Act)  who  makes  markets  over- 
the-counter  in  eligible  securities; 

(2)  The  term  “specialist”  shall  mean 
any  member  of  a  national  securities  ex¬ 
change  (“exchange”)  who  is  registered 
as  a  specialist  pursuant  to  the  rules  and 
regulations  of  such  exchange,  and  any 
other  member  of  an  exchange  who  also 
performs  on  the  floor  of  that  exchange, 
either  the  market  making  or  limit  order 
representation  function  of  a  registered 
specialist; 

(3)  The  term  “quotation  vendor”  shall 
mean  any  securities  information  proces¬ 
sor  engaged  in  the  business  of  dissemi¬ 
nating  to  brokers  and  dealers,  on  a  real¬ 
time  or  current  and  continuing  basis, 
quotations  for  eligible  securities,  whether 
distributed  through  an  electronic  com¬ 
munications  network  or  displayed  on  a 
terminal  or  other  device,  or  otherwise ; 

(4)  The  term  “eligible  security”  shall 
mean  any  security  as  to  which  last  sale 
information  is  reported  in  the  consoli¬ 
dated  system; 

(5)  The  term  “consolidated  system” 
shall  mean  the  consolidated  transaction 
reporting  system  contemplated  by  §  240.- 
17a-15  (Rule  17a-15  under  the  Act) ; 

(б)  The  term  “make  available,”  when 
used  with  respect  to  quotations  supplied 
to  quotation  vendors  by  an  exchange  or  a 
national  securities  association  (“associa¬ 
tion”)  ,  shall  mean  to  provide  circuit  con¬ 
nections  at  the  premises  of  the  exchange 
or  association  supplying  those  quotations 
for  the  delivery  of  such  quotations  to 
such  vendors; 

(7)  The  term  “quotation”  when  used 
with  respect  to  bids  and  offers  of  a  spe¬ 
cialist  or  a  third  market  maker,  shall 
mean  the  highest  current  bid  price  and 
the  lowest  current  offer  price  most  re¬ 
cently  communicated  by  that  specialist 
or  third  market  maker  to  any  broker, 
dealer  or  customer  at  which  he  is  willing 
to  buy  or  sell  a  particular  amount  of 
eligible  securities,  either  as  principal  or 
agent,  but  shall  not  include  (i)  indica¬ 
tions  of  interest  or  (ii)  any  bid  or  offer 
by  that  specialist  or  third  market  maker 
made  in  response  to  any  inquiry  by  a 
broker,  dealer  or  customer  with  respect 
to  that  specialist’s  or  third  market  mak¬ 
er’s  willingness  to  buy  or  sell  eligible 
securities  in  an  amount  greater  than  that 
bid  for  or  offered  by  that  specialist  or 
third  market  maker  in  communicating 
his  quotation; 

(8)  The  term  “published  quotation,” 
when  used  in  connection  with  an  order  to 
buy  or  sell  eligible  securities  presented  to 
a  speicalist  or  third  market  maker,  shall 
mean  the  most  recent  quotation  of  such 
specialist  or  third  market  maker  made 
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available  to  quotation  vendors  pursuant 
to  this  section  which  is  displayed  by  quo¬ 
tation  vendors  on  a  terminal  or  other 
display  device  at  the  time  the  order  is 
presented; 

(9)  The  term  “quotation  size,”  when 
used  with  respect  to  a  specialist’s  or 
third  market  maker’s  quotation,  shall 
mean  the  number  of  shares  (or  units  of 
trading)  of  an  eligible  security  which 
that  specialist  or  market  maker  has 
stated  he  is  willing  to  buy  at  the  bid  price 
or  sell  at  the  offer  price  comprising  his 
quotation,  either  as  principal  or  agent; 

(10)  The  term  “published  quotation 
size,”  when  used  in  connection  wjth  an 
order  to  buy  or  sell  eligible  securiites 
presented  to  a  specialist  or  third  market 
maker,  shall  mean  the  most  recent  quo¬ 
tation  size  (if  any)  of  that  specialist  or 
third  market  maker  made  available  to 
quotation  vendors  pursuant  to  this  sec¬ 
tion  and  displayed  by  quotation  vendors 
on  a  terminal  or  other  display  device  at 
the  time  the  order  is  presented; 

(11)  The  term  “odd-lot”  shall  mean 
an  order  for  the  purchase  or  sale  of  an 
eligible  security  in  an  amount  less  than  a 
normal  unit  of  trading. 

(b)  (1 )  On  and  after  November  1, 1976, 
every  exchange  and  association  shall 
have  established  and  shall  maintain  pro¬ 
cedures  and  mechanisms  for  collecting 
quotations  and,  if  provided,  quotation 
sizes,  from  specialists  and  third  market 
makers,  processing  such  quotations  and 
sizes,  and  making  such  quotations  and 
sizes  available  to  quotation  vendors,  in 
accordance  with  paragraph  (b)  (2)  of 
this  section. 

(2)  Every  exchange  and  every  associa¬ 
tion  shall  collect,  .process  and  make 
available  to  quotation  vendors  quotations 
and  quotation  sizes  of  its  specialists  and 
market  makers,  as  follows: 

(1)  Every  exchange  shall,  at  all  times 
such  exchange  is  open  for  trading,  col¬ 
lect,  process  and  make  available  to 
quotation  vendors  quotations  of  its 
specialists  for  each  eligible  security  reg¬ 
istered  or  admitted  to  unlisted  trading 
privileges  on  that  exchange;  provided, 
however,  that  no  quotation  for  an  eligible 
security  shall  be  required  to  be  collected, 
processed  and  make  available  by  an  ex¬ 
change  during  any  period  when  trading 
in  that  security  on  that  exchange  has 
been  suspended; 

(ii)  Every  association  shall,  at  all  times 
list  sale  information  with  respect  to 
eligible  securities  as  reported  in  the  con¬ 
solidated  system,  collect,  process  and 
make  available  to  quotation  vendors 
quotations  of  third  market  makers  who 
are  members  of  such  association  for  each 
eligible  security  for  which  one  or  more 
members  act  as  a  third  market  maker, 
provided,  however,  that  no  quotation  for 


an  eligible  security  shall  be  required  to 
be  collected,  processed  and  made  avail¬ 
able  by  an  association  during  any  period 
when  over-the-counter  trading  in  that 
security  has  been  suspended; 

(iii)  Every  quotation  for  an  eligible 
security  made  available  to  quotation 
vendors  pursuant  to  this  section  shall  be 
accompanied  by  a  quotation  size  if  the 
specialist  or  third  market  maker  com¬ 
municating  that  quotation  elects  to  pro¬ 
vide  such  size  to  the  exchange  or  associa¬ 
tion  for  the  purpose  of  disseminating 
such  size  to  quotation  vendors. 

(3)  Nothing  in  this  section  shall  pre¬ 
clude  any  exchange  or  association  from 
imposing  fair  and  reasonable  charges  for 
the  dissemination  of  quotations. 

(c)  (1)  Every  specialist  and  third  mar¬ 
ket  maker  shall  promptly  communicate 
to  his  exchange  or  association  (as  the 
case  may  be) ,  pursuant  to  the  procedures 
established  by  that  exchange  or  associa¬ 
tion,  his  quotations  in  eligible  securities 
(and,  if  such  speciah-t  or  third  market 
maker  so  elects,  his  quotation  sizes) . 

(2)  Subject  to  the  provisions  of  para¬ 
graphs  (c)  (3)  and  (c)  (4)  of  this  section, 
every  specialist  and  third  market  maker 
shall  be  obligated  to  execute  any  order, 
other  than  an  odd-flot  order,  to  buy 
or  sell  eligible  securities  presented  to  him 
by  a  broker  or  dealer,  or  any  other  cate¬ 
gory  of  person  with  whom  such  specialist 
or  third  market  maker  customarily  deals, 
at  a  price  at  least  as  f  avorable  to  such 
buyer  or  seller  as  the  price  of  the  bid 
or  offer  (as  the  case  may  be)  comprising 
such  specialist’s  or  third  market  maker’s 
published  quotation  in  any  amount  up  to 
the  published  quotation  size  (or,  in  the 
event  no  quotation  size  has  been  dis¬ 
seminated  in  connection  with  such  pub¬ 
lished  quotation,  a  normal  unit  of  trad¬ 
ing). 

(3)  Subject  to  the  provisions  of  para¬ 
graph  (c)  (5)  of  this  section,  no  special¬ 
ist  or  third  market  maker  shall  be  ob¬ 
ligated  to  execute  a  transaction  as  pro¬ 
vided  in  paragraph  (c)  (2)  of  this  sec¬ 
tion  if,  after  dissemination  of  such  spe¬ 
cialist’s  or  third  market  maker’s  pub¬ 
lished  quotation  and  before  the  order 
sought  to  be  executed  is  presented,  (1) 
a  transaction  in  the  eligible  security 
sought  to  be  bought  or  sold  has  been  ef¬ 
fected  on  the  floor  of  such  specialist’s 
exchange  or  with  such  third  market 
maker,  or  has  been  reported  in  the  con¬ 
solidated  system,  or  (ii)  such  specialist  or 
third  market  maker  has  communicated 
to  his  exchange  or  association  (as  the 
case  may  be) ,  pursuant  to  paragraph  (c) 

(1)  of  this  section,  a  quotation  super¬ 
seding  his  published  quotation. 

(4)  Notwithstanding  paragraph  (c) 

(2)  of  this  section,  if,  prior  to  the  pre¬ 
sentation  of  an  order  to  buy  or  sell  eli¬ 
gible  securities,  a  specialist  or  third  mar¬ 


ket  maker  has  communicated  to  his  ex¬ 
change  or  association  (as  the  case  may 
be),  pursuant  to  paragraph  (c)(1)  of 
this  section,  a  quotation  size  supersed¬ 
ing  his  published  quotation  size  (a  “re¬ 
vised  quotation  size”),  he  shall  not  be 
obligated  by  this  section  to  purchase  or 
sell  eligible  securities  in  an  amount 
greater  than  his  revised  quotation  size. 

(5)  If  a  specialist  or  third  market 
maker  does  not  communicate  a  quotation 
superseding  his  published  quotation  in 
an  eligible  security  within  3  minutes 
after  the  occurrence  of  a  transaction  in 
that  security  effected  on  such  specialist’s 
exchange  or  with  such  third  market 
maker  (as  the  case  may  be),  or  within 
3  minutes  of  the  reporting  of  a  transac¬ 
tion  in  that  security  in  the  consolidated 
system,  such  specialist  or  third  market 
maker  shall,  upon  presentation  of  an 
order,  be  obligated  to  execute  a  transac¬ 
tion  in  accordance  with  the  provisions  of 
paragraph  (c)  (2)  of  this  section  not¬ 
withstanding  paragraph  (c)(3)  of  this 
section. 

(d)  The  Commission  may  exempt  from 
the  provisions  of  this  section,  either  un¬ 
conditionally  or  on  specified  terms  and 
conditions,  any  specialist,  third  market 
maker,  national  securities  exchange,  or 
national  securities  association  if  the 
Commission  determines  that  such  ex¬ 
emption  is  consistent  with  the  public  in¬ 
terest,  the  protection  of  investors,  and 
the  removal  of  impediments  to  and  per¬ 
fection  of  the  mechanism  of  a  national 
market  system. 

(Secs.  2,  3.  6,  15,  17,  23,  Pub.  L.  78-291,  48 
Stat.  881,  882,  885,  895,  897,  901,  as  amended 
by  Secs.  2  3.  4,  11,  14.  18,  Pub.  L.  94-29,  89 
Stat.  97,  104,  121,  137,  156  (16  U.8.C. 

78b,  78c,  78f,  78k-l,  78o,  78q,  7Bw.  as  amended 
by  Pub.  L.  94-29  (June  4.  1975));  Sec.  1, 
Pub.  L.  75-719,  62  Stat.  1070,  as  amended  by 
Sec.  12,  Pub.  U  94-29,  89  Stat.  127-131  (15 
UB.C.  78o-3,  as  amended  by  Pub.  L.  94-29 
(June  4.  1976));  Sec.  7.  Pub.  L.  94-29,  89 
Stat.  Ill  (15  OS.C.  78k-l)| 

All  interested  persons  are  invited  to 
submit  written  views,  data  and  argu¬ 
ments  with  respect  to  proposed  Rule 
HAcl-1.  Persons  wishing  to  make  such 
submissions  should  file  six  copies  thereof 
with  George  A.  Fitzsimmons,  Secretary, 
Securities  and  Exchange  Commission, 
Room  892,  500  North  Capitol  Street, 
Washington,  D.C.  20549,  not  later  than 
^September  15,  1976.  All  submissions 
should  make  reference  to  File  No.  S7- 
648,  and  will  be  available  for  public  in¬ 
spection  at  the  Commission’s  Public 
Reference  Room,  Room  6101,  1100  L 
Street,  NW.,  Washington,  D.C. 

By  the  Commission. 

George  A.  Fitzsimmons, 
Secretary. 

[FR  Doc.76-22740  Piled  8-4-76;8:46  am] 
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